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Liability of the PSRO: 
A serious issue that 
must be confronted 
By John D. Blum, J.D., M.S.P.H. 
The extent and type of l i a b i l i t y the 
PSRO w i l l face i s p r e s e n t l y a matter o f 
spe c u l a t i o n , but the issue i s a troublesome 
one i n t h a t the p r o t e c t i o n s t h a t c u r r e n t l y 
e x i s t may prove t o be inadequate. Much con-
f u s i o n e x i s t s over the type o f l i a b i l i t i e s 
the PSRO may encounter. The problem i s 
o f t e n i n c o r r e c t l y construed as being s i m i l a r 
t o a medical malpractice issue faced by a 
p r a c t i t i o n e r , and thus dismissed on the 
r a t i o n a l e t h a t the PSRO i s i n the business 
of medical review, not medical p r a c t i c e , so 
t r a d i t i o n a l medical malpractice concepts are 
not a p p l i c a b l e . 
REFLECTS CORPORATE ISSUES 
The types o f l i a b i l i t y problems the 
PSRO may have are not analogous t o those 
of the p r a c t i t i o n e r , but r a t h e r w i l l r e f l e c t 
the issues faced by any n o n - p r o f i t corporate 
e n t i t y . 
Corporate l i a b i l i t y i s defined i n a 
commonly accepted decision by the Connecti-
cut Supreme Court as "the f a i l u r e o f those 
e n t r u s t e d w i t h the task o f p r o v i d i n g the 
'acc'ommoSati'dns~"°anarfacilities necessary t o 
carry out the purpose o f the c o r p o r a t i o n , t o 
f o l l o w i n a given s i t u a t i o n the e s t a b l i s h e d 
standard o f conduct t o which the c o r p o r a t i o n 
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Squabble over 'data contror 
marked by failure to 
confront the major issues 
-Qj j . B . Eagle 
One o f the most d i s c o n c e r t i n g features 
o f the current squabble over "data c o n t r o l " 
between PSROs and Medicare's f i s c a l i n t e r -
mediaries i s a widespread d i s i n c l i n a t i o n t o 
openly confront and debate the genuine 
issues t h a t have prevented these two major 
p a r t i e s from coming t o terms. 
DETAILS, EVALUATION NEEDED 
While PSRO spokesmen have maintained 
t h a t PSROs must r e t a i n managerial c o n t r o l 
of PSRO-related data " to avoid d u p l i c a t i o n , 
ensure accuracy, preserve c o n f i d e n t i a l i t y 
and maintain n e u t r a l i t y i n dealing w i t h 
i n t e r m e d i a r i e s , " * t o date few PSROs have 
c l e a r l y described the manner i n which 
d u p l i c a t i o n would be avoided i f PSROs were 
t o develop and administer t h e i r own data 
systems; few PSROs have described the type 
of safeguards they f e e l are necessary t o 
preserve the co n f i d e n t 3 , a l i t y o f data and t o 
prevent t h e i r unauthorized use; and few have 
evaluated o b j e c t i v e l y the r e l i a b i l i t y of 
data t h a t f i s c a l i n t e r m e d i a r i e s c o l l e c t or 
have recommended changes i n c u r r e n t d a t a -
c o l l e c t i o n methods t o improve t h e i r r e l i a -
b i l i t y . PSROs have suggested t h a t the f i s -
c a l i n t e r m e d i a r i e s may be u n w i l l i n g and, 
i n c e r t a i n cases, unable t o supply PSROs 
w i t h the d e t a i l e d and v a r y i n g data t h a t 
PSROs may r e q u i r e ; however, w i t h the excep-
t i o n o f t h e PSRO H o s p i t a l Discharge Data 
Set, few PSROs, t o date, have c l e a r l y a r -
t i c u l a t e d , other than i n general terms, the 
s p e c i f i c types o f data or rep o r t s they w i l l 
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Liability of the PSRO 
must be confronted 
(Continued from pg. l ) 
should conform." The purpose and standard 
of conduct t o which the PSRO (and i t s o f f i -
cers, board members and employees) w i l l be 
he l d , w i l l be subject t o v a r i a t i o n as the 
program develops. Examination o f the PSRO 
s t a t u t e and the bylaws o f each o r g a n i z a t i o n 
w i l l i n d i c a t e what the current corporate 
r e s p o n s i b i l i t i e s of the PSRO are. The f a i l -
ure t o l i v e up t o these r e s p o n s i b i l i t i e s by 
i n d i v i d u a l s i n the PSRO may render the o r -
g a n i z a t i o n subject t o l i a b i l i t y problems. 
Some o f the d i f f i c u l t y i n f a c i n g t h i s 
corporate negligence issue has been t h a t the 
PSRO's p o t e n t i a l l i a b i l i t y i s o f t e n q u i t e 
narrowly construed. The emphasis has been 
placed upon the p o s s i b l e problems t h a t could 
a r i s e w i t h f a u l t y judgments by PSRO review-
ers; t h i s s i t u a t i o n poses only a s l i g h t 
t h r e a t i n t h a t the law s p e c i f i c a l l y provides 
f o r immunity as long as due care i s exer-
cised and there i s no evidence o f malice 
(Section 1 1 6 T ( b ) ) . 
SERIOUS QUESTION TO BQA 
The Bureau o f Q u a l i t y Assurance, which 
only r e c e n t l y recognized the PSRO l i a b i l i t y 
issue as being a serious one, seems t o 
i n d i c a t e t h a t the PSRO s t a t u t e together w i t h 
s t a t e immunity laws w i l l a f f o r d adequate 
p r o t e c t i o n . I n a J u l y 2k l e t t e r from Direc-
t o r Michael J. Goran, M.D., t o the Tennessee 
Foundation f o r Medical Care, BQA addresses 
the l i a b i l i t y o f i n d i v i d u a l s i n PSROs, but 
not the PSRO as a corporate e n t i t y . 
The PSRO's corporate l i a b i l i t y problem 
i s , however, broader than reviewer n e g l i -
gence, f o r i t may very r e a l i s t i c a l l y extend 
i n t o other areas. Some poss i b l e s i t u a t i o n s 
where the PSRO may f i n d i t s e l f i n l a w s u i t s 
would be f o r r e l e a s i n g , or not r e l e a s i n g 
i n f o r m a t i o n , f o r defamation, f o r v i o l a t i o n 
of due process, f o r f a i l u r e t o impose sanc-
t i o n s o r f o r f a i l u r e t o have adequate 
s p e c i a l t y review. Some o f the above s i t u -
a t i o n s may not prove t o be troublesome, but 
the p o t e n t i a l f o r l e g a l a c t i o n e x i s t s , and 
thus some type o f s o l u t i o n must be developed 
t o insure t h a t the PSRO w i l l have adequate 
p r o t e c t i o n . 
There i s a strong t r e n d i n the medical 
law area t o place corporate r e s p o n s i b i l i t y 
upon h e a l t h i n s t i t u t i o n s and t h e i r boards. 
(This t r e n d can be t r a c e d back t o the 
I l l i n o i s case of D a r l i n g vs. Charlestown 
Community H o s p i t a l . ) Recent C a l i f o r n i a 
cases ( V i s a l l i , Asherman) have h e l d hospi-
t a l s t o be c o r p o r a t e l y l i a b l e f o r tbe 
f a i l u r e o f medical review committees t o 
grant adequate due-process r i g h t s t o an 
i n d i v i d u a l on review. Although the above 
l i a b i l i t y s u i t s d e a l t w i t h h o s p i t a l s , t h e r e 
i s no reason t o expect t h a t e v e n t u a l l y such 
s u i t s won't o r i g i n a t e i n t h e PSRO area, i n 
view o f the s i m i l a r i t y o f the types o f 
issues i n v o l v e d . 
SEARCHING FOR SOLUTIONS 
I n l i g h t o f the p o t e n t i a l corporate 
l i a b i l i t y problem, the question then be-
comes what types o f s o l u t i o n s can the 
PSRO devise t o insure some type of pro-
t e c t i o n ? I n i t i a l l y one turns t o the s t a t u t e 
t o seek p r o t e c t i o n i n the immunity clause 
t h a t p r o t e c t s PSRO reviewers ( 1 1 6 T ( b ) ) . 
While the immunity clause i s h e l p f u l i n 
s h i e l d i n g the reviewers from l i a b i l i t y , i t 
covers only one class of problem, and i s 
har d l y u s e f u l i n i n s u l a t i n g the PSRO from 
a l l types of corporate l i a b i l i t y . 
Another source o f p r o t e c t i o n t h a t i s 
of t e n discussed i s the s t a t e immunity 
s t a t u t e s t h a t prevent discovery o f medical 
review committee proceedings and records; 
some o f the s t a t u t e s prevent such records 
from being subject t o any type o f subpoena, 
discovery and d i s c l o s u r e . The t h r u s t o f 
these s t a t u t e s i s t o p r o t e c t h o s p i t a l 
medical-review committee operations, b u t , 
w i t h the exception of those i n Minnesota, 
they are f a i r l y narrow i n scope. The PSRO 
i s composed o f d i v e r s i f i e d committees t h a t 
w i l l generate a whole host o f records and 
r e p o r t s , many of which w i l l f a l l outside the 
scope o f the immunity s t a t u t e s . At best the 
immunity p r o v i s i o n s w i l l provide a p a r t i a l 
p r o t e c t i o n , but the extent o f t h a t protec-
t i o n w i l l be determined i n the respective 
s t a t e courts. Assuming t h a t the discovery 
hurdles are overcome, the next l i n e of argu-
ment has been t o p o s i t t h a t the PSRO records 
and committee minutes w i l l c o n s t i t u t e hearsay 
and thus not be admissible at t r i a l . The 
question of a d m i s s i b i l i t y i s a t e c h n i c a l one, 
but i n view o f the l i b e r a l i z a t i o n of evidence 
r u l e s , the p o s s i b i l i t y of g e t t i n g PSRO 
records i n t o evidence i s not out o f the realm 
o f p o s s i b i l i t y , e s p e c i a l l y when these o r g a n i -
zations develop r o u t i n e operating procedures. 
(Even i f the PSRO records are not admitted 
i n t o evidence t h e i r d i s c o v e r a b i l i t y may 
prove t o be adequate f o r p l a i n t i f f ' s counsel 
i n preparing a case against a PSRO.) 
With the t h r e a t o f corporate negligence 
being a r e a l one, PSROs should attempt t o 
purchase some type o f corporate l i a b i l i t y 
insurance. Current BQA p o l i c y i s a l l o w i n g 
f o r annual insurance premiums o f up t o $ 7 5 0 , 
a l i m i t which has been sharply c r i t i c i z e d . 
The $ 7 5 0 p o l i c y w i l l prove t o be adequate 
(even i n the i n i t i a l stages o f operation) 
only i f the PSRO o r g a n i z a t i o n remains f r e e 
from a major l a w s u i t which i s , i n view of 
the controversy surroimding the program, not 
(Continued on pg. 6 ) 
Progress Notes 
from the Northeast 
P/S/R/0 
Update 
New England 
& New York 
New York 
Sentiment in N.Y. PSROs 
appears opposed to role 
for laymen on PSRO boards 
New York State's PSROs are f i r m l y com-
m i t t e d t o p e i m i t t i n g only physicians t o s i t 
on t h e i r executive hoards of d i r e c t o r s , a 
PSRO Update roimdup shows. 
Although i n most bylaws, p r o v i s i o n 
e x i s t s t o form advisory committees f o r i n -
put from nonphysician h e a l t h p r o f e s s i o n a l s , 
there i s scant allowance f o r s t r a i g h t con-
sumer re p r e s e n t a t i o n . The f e e l i n g i s t h a t 
laymen are not equipped t o deal w i t h pa-
t i e n t s ' problems demanding medical exper-
t i s e . 
The m a j o r i t y of PSROs are d e f i n i t e l y 
opposed t o having v o t i n g nonphysicians on 
the boards. However, there i s l i t t l e ob-
j e c t i o n t o advisoiy committees, without 
v o t i n g powers, having nonphysician members. 
There are no nonphysicians among the 
newly e l e c t e d 1 5 members o f the board o f 
Area 9 PSRO of N.Y. State I n c . , Purchase, 
N.Y. " l could conceive o f a h o s p i t a l ad-
m i n i s t r a t o r being very h e l p f u l t o the board,'' 
Michael M a f f u c c i , executive d i r e c t o r , s a i d . 
" I don't t h i n k t h a t anyone wants t o be t o l d 
he has t o appoint nonphysicians, but I be-
l i e v e i t would be t o the advantage o f PSROs 
to have some nonphysician board members." 
TWO ON NASSAU BOARD 
The Nassau Physicians Review Organiza-
t i o n , Garden C i t y , has two nonphysician con-
s u l t a n t s s i t t i n g on i t s current l8-member 
board, but they do not have a vo t e , accord-
i n g t o Eugene O'Reilly, p r o j e c t d i r e c t o r . 
One o f the two i s d i r e c t o r o f the Voluntary 
Hospitals A s s o c i a t i o n , and the other i s d i -
r e c t o r o f the P r o p r i e t a r y H o s p i t a l Associa-
t i o n . 
"The bylaws provide t h a t nonphysicians 
can be chosen f o r the board, but they also 
l i m i t the nonphysicians t o v o t i n g on gen-
e r a l p o l i c y , not on s p e c i f i c p a t i e n t care," 
O'Reilly explained. "We have an advisory 
review c o u n c i l , and through t h i s mechanism, 
a l l nonphysician d i s c i p l i n e s can be in v o l v e d 
i n i n p u t . We are g e t t i n g l e t t e r s every day 
from such nonphysician groups as d i e t i t i a n s , 
and also from p h y s i c i a n s p e c i a l t y groups 
asking t o be represented. We w i l l also 
probably i n v i t e representatives o f f i s c a l 
i n t e r m e d i a r i e s and s t a t e government t o be 
members o f the advisory c o u n c i l . " 
Asked about consumer r e p r e s e n t a t i o n , 
O'Reilly s a i d t h a t the PSRO had " s t r u c t u r e d 
a consimier advisory committee, but as yet 
has taken no a c t i o n t o put i t i n t o opera-
t i o n . " No f i n a l decision has been taken on 
the cons;imer committee; t h i s i s "a bag of 
worms," and presents problems of contending 
groups f o r r e p r e s e n t a t i o n , he added. 
I n Glens F a l l s , Conrad Kaczmarek, execu-
t i v e d i r e c t o r o f the Adirondack P r o f e s s i o n a l 
Standards Review Organization, s a i d there are 
nine members o f the board o f d i r e c t o r s , a l l 
physicians, and no advisory group at present, 
although the bylaws mention an advisory com-
mi t t e e o f nonphysician h e a l t h p r o f e s s i o n a l s . 
DISCRETIONARY REGULATION 
The P r o f e s s i o n a l Standards Review Or-
gani z a t i o n of Rockland has a 15-member board, 
a l l physicians. Jack Cohen, executive d i r e c -
t o r , s a i d the PSRO i s c o n t a c t i n g various 
p r o f e s s i o n a l o r g a n i z a t i o n s — d e n t a l , n u r s i n g , 
p o d i a t r i s t s , d i e t i t i a n s — a s k i n g them t o name 
a re p r e s e n t a t i v e t o s j t on an advisory com-
mi t t e e . "The law does not s t a t e t h a t PSROs 
must have nonphysicians on the board," Cohen 
noteci. "The r e g u l a t i o n s say nonphysicians 
may be admitted, a t the d i s c r e t i o n o f the 
PSRO." 
The Bronx Medical Service Foundation, 
Inc.,now has a board of 2 5 p h y s i c i a n members. 
The new board t o be el e c t e d soon w i l l s t i l l 
c o nsist only o f physicians. Harry Feder, 
executive d i r e c t o r , s a i d t h a t among the 
physicians w i l l be the president o f the Com-
mitt e e of In t e r n s and Residents and a member 
of the American College o f Surgeons. An 
advisory committee o f 1 1 w i l l i nclude den-
t i s t s , nurses, p o d i a t r i s t s and a d m i n i s t r a t o r s . 
I n Rochester, a spokesperson f o r the 
Genesee Region PSRO I n c . , s a i d t h a t the 13-
member board includes only one nonphysician, 
and he i s a d m i n i s t r a t o r o f Rochester General 
H o s p i t a l . • 
Quality of patient care 
being analyzed in N.Y. 
under PIPSRO project 
A p r o j e c t under the auspices o f P r i -
vate I n i t i a t i v e i n PSRO i s i n progress a t 
nine h o s p i t a l s i n Putnam and Westchester 
counties, seeking t o analyze p a t i e n t care. 
P r i v a t e I n i t i a t i v e i s p r i v a t e l y funded by 
the Kellogg Foundation, and i s sponsored 
by the American Medical A s s o c i a t i o n , Amer-
ica n H o s p i t a l A s s o c i a t i o n , American College 
of Physicians, American Society of I n t e r -
n al Medicine and the American A s s o c i a t i o n 
of Foundations f o r Medical Care. 
EMPHASIS ON QUALITY 
" I t ' s an attempt by the p r i v a t e sec-
t o r t o i n f l u e n c e the development o f PSROs 
so t h a t the main emphasis of PSRO w i l l be. 
on improving q u a l i t y o f medical care," 
Sandra Pippo, R.N., who i s handling the 
p r o j e c t , t o l d PSRO Update. 
The p r o j e c t i n which Pippo i s in v o l v e d 
i s conducted w i t h the cooperation o f the 
Area 9 PSRO o f New York State i n Purchase, 
one o f f i v e PSROs i n the country p a r t i c i -
p a t i n g i n P r i v a t e I n i t i a t i v e . 
"We're applying concurrent review," 
Pippo explained. " H o s p i t a l medical a u d i t s 
are u s u a l l y done r e t r o s p e c t i v e l y . We're 
t r y i n g t o do a concurrent a u d i t . For ex-
ample, i n the h o s p i t a l , the nurse-coordina-
t o r w i l l review the case t o see whether ad-
mission was j u s t i f i e d , and to see i f l e n g t h 
of stay i s ap p r o p r i a t e , and also what k i n d 
o f treatment i s given." 
I n t h r e e h o s p i t a l s , c e r t a i n high q u a l -
i t y c r i t e r i a " c o n s t i t u t i n g high q u a l i t y 
p a t i e n t care," are being a p p l i e d , Pippo 
s a i d . I n three other h o s p i t a l s , the usual 
c r i t e r i a are being continued. I n s t i l l 
t h r ee other h o s p i t a l s , Pippo w i l l examine 
records i n a r e t r o s p e c t i v e a u d i t . Compar-
ison o f a l l the records w i l l , i t i s hoped, 
i n d i c a t e what e f f e c t the s p e c i a l c r i t e r i a 
w i l l have on p a t i e n t progress, on read-
mission r a t e s , and on medical costs. 
'ESSENTIAL CRITERIA' 
"The major p o r t i o n of the study i s 
geared t o t e s t i n g a method designed t o mea-
sure q u a l i t y by applying ' e s s e n t i a l c r i t e r -
i a ' t o c e r t a i n selected diagnoses," she 
sa i d . " ' E s s e n t i a l c r i t e r i a ' are elements 
o f care i n d i c a t e d i n almost every p a t i e n t 
w i t h a given diagnosis. They were devel-
oped by members o f each o f the n a t i o n a l 
s p e c i a l t y o r g a n i z a t i o ns f o r the purposes 
of the study." 
Disease categories f o r which c r i t e r i a 
are being used i n the concurrent review i n -
clude myocardial i n f a r c t i o n , b a c t e r i a l 
pneumonia, b a c t e r i a l u r i n a r y t r a c t i n f e c t i o n , 
acute upper g a s t r o i n t e s t i n a l b l e e d i n g , acute 
g a s t r o e n t e r i t i s i n c h i l d r e n , acute appendi-
c i t i s , c h o l e c y s t i t i s , and c h o l e l i t h i a s i s . • 
New Engla n d 
PSROs make slow, thorough 
start on hospital review 
in line with BQA advice 
H o s p i t a l review of Medicare and Medi-
ca i d p a t i e n t s , the j o b PSROs were created 
t o do, i s making a slow, thorough s t a r t , as 
urged by the Bureau o f Q u a l i t y Assurance 
during contract discussions l a s t spring. 
Despite the pressure on BQA t o produce 
some r e s u l t s t o show the Congress, o f f i c i a l s 
want t o see c a r e f u l l y planned, w e l l - r u n r e -
view i n a few r a t h e r than many h o s p i t a l s . 
To t h i s end, the c o n d i t i o n a l PSROs i n New 
England are complying, w i t h most expected 
t o have at l e a s t one h o s p i t a l s t a r t e d on 
review by the end of the year. O r i g i n a l 
plans by most PSROs had c a l l e d f o r review 
t o get under way i n e a r l y f a l l . 
TWO HAVE STARTED REVIEW 
New England's older c o n d i t i o n a l s , Charles 
River and Bay State i n Massachusetts, have 
s t a r t e d review. Charles River received the 
t r a n s f e r a u t h o r i t y from the s t a t e t o review 
Medicaid p a t i e n t s i n i t s seven acute-care 
h o s p i t a l s beginning at midnight, Oct. 2h. 
Review o f Medicare p a t i e n t s had s t a r t e d i n 
August. Bay State PSRO s t a r t e d b i n d i n g r e -
view o f Medicare p a t i e n t s i n fo u r h o s p i t a l s 
Sept. 2 2 (PSRO Update l a s t month i n c o r r e c t l y 
r eported i t t o be nonbinding review) ; how-
ever, review o f Medicaid p a t i e n t s had not 
begun a t the end o f October. 
The d i f f e r e n c e s between Charles River 
and Bay State are s t r i k i n g : the former has 
only seven acute-care h o s p i t a l s i n suburban 
Boston, a l l using tbe Massachusetts H o s p i t a l 
Association's abstract and data-processing 
system; Bay State has TO h o s p i t a l s , i n c l u d i n g 
the major Boston teaching h o s p i t a l s ; these 
i n s t i t u t i o n s use several d i f f e r e n t abstrac-
t i n g systems. 
Under Charles River PSRO, the t r a n s f e r 
t o PSRO review has been s i m p l i f i e d by the 
uniform use o f the MHA's abst r a c t (modified 
f o r PSROs) and data-processing s e r v i c e , and 
by the p r i o r existence o f h o s p i t a l review 
on a l l p a t i e n t s i n a l l seven h o s p i t a l s . 
Bay S t a t e , on the other hand, has 
developed i t s own a b s t r a c t , which i s c u r r e n t -
l y undergoing a f i e l d t e s t , of at l e a s t e i g h t 
weeks, i n fo u r h o s p i t a l s . When the t e s t i s 
evaluated, a request f o r proposal on data 
processing can be w r i t t e n . • 
Massachusetts to transfer 
Medicaid review to PSROs 
only after detailed MOU 
Massachusetts, u n l i k e most s t a t e s , w i l l 
t r a n s f e r Medicaid review r e s p o n s i b i l i t y t o 
PSROs only a f t e r d e t a i l e d Memoranda o f Under-
standing are agreed t o . 
Jamie Fenwick, contracts o f f i c e r f o r the 
s t a t e Medicaid program, says; "Other states 
are happy t o get r i d o f the problem ( o f 
reviewing care o f Medicaid h o s p i t a l p a t i e n t s ) , 
but not here. We have a program t h a t was set 
up i n a n t i c i p a t i o n o f PSRO (the Commonwealth 
Health Agencies Monitoring Program). I t has 
given us the experience o f a good workable 
system. We don't want t o give i t away without 
assurance t h a t t h a t l e v e l o f performance can 
be maintained. So, we've i n s i s t e d on c e r t a i n 
t h i n g s i n these memoranda w i t h the PSROs." 
COST PROBLEMS 
Fenwick i n d i c a t e s t h a t the major stumb-
l i n g blocks t o agreement have been removed, 
and t h a t what remains i s the working out of 
cost problems faced by PSROs t h a t have agreed 
t o do c e r t a i n a c t i v i t i e s f o r which they are 
not now funded. 
Fenwick notes two areas the s t a t e has 
agreed t o leave out o f the MOU: the state's 
a b i l i t y t o sanction providers ( i n a d d i t i o n t o 
whatever sanction the PSRO may impose), and 
the state's a u t h o r i t y t o terminate the con-
t r a c t f o r Medicaid review i f i t becomes d i s -
s a t i s f i e d w i t h a PSRO's performance. • 
CM I carries support center 
case to National Council 
The Connecticut Medical I n s t i t u t e i s 
w r i t i n g t o the n a t i o n a l PSR c o u n c i l on 
behalf o f i t s e l f and a dozen other PSRO 
support centers, saying the centers de-
serve t o continue r e c e i v i n g f e d e r a l funds 
a f t e r the proposed c u t - o f f next J u l y 1. 
Executive D i r e c t o r Joseph W. Marin o f 
CMI explained t h a t at the August meeting o f 
the American Ass o c i a t i o n o f Pr o f e s s i o n a l 
Standards Review Organizations i n San 
Francisco, 13 support centers agreed t h a t 
they should take t h e i r case t o the National 
Council. I n documents from seven o f these, 
the case f o r recognizing t h e i r accomplish-
ment w i l l be s p e l l e d out, Marin s a i d . 
I n two areas, Marin noted, the support 
centers f e e l they can c o n t r i b u t e s i g n i f i c a n t -
l y t o the PSRO program, i n the i n t e r e s t s of 
the medical p r o f e s s i o n : as the nucleus o f 
statewide data systems and as the executive 
arms t o the statewide c o u n c i l s . "The loss 
of the support centers would be d e t r i m e n t a l 
t o PSROs and t o organized medicine," Marin 
s a i d . • 
Federal machinery gears up 
to carry out four-year 
evaluation of PSRO program 
WASHINGTON, D.C.—The four-year evalua-
t i o n study of the n a t i o n a l impact o f the PSRO 
program probably w i l l have l i t t l e or no 
e f f e c t on l o c a l PSROs—at l e a s t i n i t s e a r l y 
s t a g e s — a c c o r d i n g t o Ma r t i n Baum, Ph.D., 
deputy d i r e c t o r o f the O f f i c e o f Profession-
a l Standards Review's O f f i c e of Research, 
Planning and Evaluation. 
There c e r t a i n l y won't be a l o t o f 
"poking around" by f e d e r a l o f f i c i a l s or out-
side i n v e s t i g a t o r s , he s a i d . "We very con-
sc i o u s l y avoided t h a t . We f e l t t h a t was 
not a reasonable way t o go." 
REPORT TO CONGRESS 
The f u l l PSRO program e v a l u a t i o n p l a n , 
which i s scheduled t o come o f f the Govern-
ment P r i n t i n g O f f i c e presses e a r l y t h i s 
month, was d r a f t e d by Baum's o f f i c e but w i l l 
be administered by the Health Services Ad-
m i n i s t r a t i o n ' s O f f i c e o f Planning, Evalua-
t i o n and L e g i s l a t i o n , i n an e f f o r t t o ensure 
o b j e c t i v i t y i n reviewing the data. HSA's 
fi n d i n g s w i l l form the basis o f the re q u i r e d 
r e p o r t t o the Congress by the N a t i o n a l Pro-
f e s s i o n a l Standards Review Council, which 
approved a plan at i t s l a s t meeting here. 
Baum stressed t h a t the e v a l u a t i o n was 
not designed t o provide comparisons between 
i n d i v i d u a l PSROs or h o s p i t a l s , but as an 
e f f o r t t o discover the impact o f the PSRO 
program on a n a t i o n a l basis over a p e r i o d 
of time. 
"The questions we want answered deal 
w i t h the l a r g e r issues, such as whether or 
not the u t i l i z a t i o n component of the pro-
gram, which would be u t i l i z a t i o n review 
and admission c e r t i f i c a t i o n , r e a l l y does 
what people s a i d i t would do: reduce ad-
missions and reduce the average l e n g t h of 
stay," he s a i d . 
"Questions o f whether t h i s PSRO seems 
t o be f u n c t i o n i n g w e l l i n comparison w i t h 
o t h e r s , or whether t h i s h o s p i t a l i s doing 
i t s j ob under i t s delegated a u t h o r i t y , are 
not p a r t o f the n a t i o n a l e v a l u a t i o n , " he 
added. "They belong i n t h e c o n t i n u i n g mon-
i t o r i n g and management o f the program." 
OPSR and the Bureau o f Q u a l i t y Assur-
ance w i l l , however, be on the lookout f o r 
"model" programs t h a t they can use as 
examples f o r other PSROs. I n d i v i d u a l PSROs 
have some f l e x i b i l i t y i n the way they im-
plement the various p a r t s o f the program, 
Baum po i n t e d out, and some are l i k e l y t o 
be b e t t e r than others. 
Most o f the data requirements f o r the 
eva l u a t i o n w i l l come from the e x i s t i n g r e -
p o r t i n g system. Bam s a i d . "Where the r e 
are s p e c i a l study requirements, we s h a l l 
t r y t o use the l o c a l PSROs and reimburse 
them f o r t h e i r work, r a t h e r than h i r e out-
side c o n t r a c t o r s or send i n f e d e r a l o f f i -
c i a l s . " "Special study requirements" might 
mean anything from f i l l i n g out questionnaires 
t o s u b m i t t i n g a d d i t i o n a l data on a s p e c i f i c 
s u b j e c t , or even c o l l e c t i n g pieces o f data 
over a short p e r i o d o f time. These would 
a f f e c t only selected PSROs and would not be 
across t h e board, Baum s a i d . 
Baum s a i d t h a t some o f the time "we 
might want t o s i t e - v i s i t " s p e c i f i c PSROs t o 
take a cl o s e r look a t t h e i r Medical-Care 
Evaluation s t u d i e s — b o t h where they seem t o 
be p a r t i c u l a r l y successful and where they do 
not seem t o be working w e l l . 
"MCES are going t o provide much o f the 
i n f o r m a t i o n needed t o get at many o f the 
q u a l i t y issues we have t o deal w i t h , " Bam 
said . But not a l l o f i t can be obtained from 
the a b s t r a c t s o f MCE studies t h a t are submit-
t e d t o Washington. 
The a b s t r a c t s , he s a i d , "can give us a 
good idea o f the l e v e l t h a t has been reached, 
but i n order t o make a composite n a t i o n a l 
p i c t u r e we w i l l probably have t o go t o some 
i n d i v i d u a l PSROs and look at i n d i v i d u a l MCE 
st u d i e s . " 
The mechanism o f such s i t e v i s i t s has 
not been worked out, he sa i d . "We are not 
sure what t o expect o f the MCE area t o begin 
w i t h . I t may be handled by BQA or by an out-
side c o n t r a c t o r . " 
OVER ^-YEAR PERIOD 
The e v a l u a t i o n w i l l take place over a 
four-year p e r i o d , w i t h studies beginning and 
ending at various times. While some s t u d i e s , 
such as those o f u t i l i z a t i o n p a t t e r n s , can 
begin almost immediately, o t h e r s , such as 
those o f how i n d i v i d u a l PSROs handle problems, 
cannot even begin u n t i l the program has been 
i n o peration f o r a year or two. " I t ' s pos-
s i b l e t h a t the l o c a l PSROs won't even be aware 
the e v a l u a t i o n i s going o n — a t l e a s t f o r a 
w h i l e , " Bam s a i d . They may, however, be 
asked t o get in v o l v e d almost immediately i n 
one o f the toughest areas o f a l l — t h e c o l -
l e c t i o n o f baseline data. " I t ' s a r e a l dog," 
Baum sa i d . PSROs are already i n existence 
i n many areas, and "there don't seem t o be 
too many systems t h a t c o l l e c t e d i n f o r m a t i o n 
on u t i l i z a t i o n on a n a t i o n a l basis before the 
PSRO program. 
The scope o f the p l a n , as d r a f t e d i n i t s 
o r i g i n a l form, i s both extensive and c o s t l y , 
c a l l i n g f o r a funding l e v e l o f approximately 
$1 m i l l i o n per year f o r the four-year p e r i o d . 
Bam sa i d . A n t i c i p a t i n g funding problems, 
OPSR has various f a l l - b a c k p o s i t i o n s . 
"To do what we have t o do t o meet the 
requirements of the law, which says the Na-
t i o n a l Council must r e p o r t t o the Congress 
on at l e a s t the basic impact o f the pro-
gram," Bam s a i d , would cost about $1.5 
m i l l i o n f o r the whole p e r i o d . 
"Somewhere between those nmbers i s the 
r e a l f i g u r e , and on t h a t w i l l depend what we 
w i l l do, as opposed t o what we would l i k e t o 
do." • 
Liability of the PSRO 
must be confronted 
(Continued from pg. 2) 
a t o t a l l y safe a s s m p t i o n . A PSRO w i l l need 
a f a i r l y comprehensive type o f insurance 
p o l i c y , but t o date only a few PSROs have 
gotten any type of l i a b i l i t y coverage, and 
t h i s has occurred f o r the most p a r t i n PSROs 
t h a t are associated w i t h an already insured 
foundation. The problem has been t h a t i n -
surers are r e l u c t a n t t o draw up p o l i c i e s f o r 
these organizations because the r i s k s at t h i s 
time are very d i f f i c u l t t o assess accurately. 
A s o l u t i o n p o s i t e d by BQA D i r e c t o r Goran has 
been f o r the PSRO t o seek coverage through 
the standard h o s p i t a l l i a b i l i t y p o l i c y , but 
t h a t type o f coverage would seem t o apply 
only t o possible l i a b i l i t y f o r i n s t i t u t i o n a l 
review which w i l l most l i k e l y be covered by 
the immunity p r o v i s i o n i n the law. 
Some l e g a l help may be given by BQA i n 
the form o f att o r n e y s ' fees and other reason-
able costs o f defending a l a w s u i t , but some 
type o f insurance i s t o be the primary form 
of p r o t e c t i o n . I n d i c a t i o n s are t h a t the 
General Counsel's O f f i c e o f DREW may provide 
l e g a l assistance, but there i s c l e a r l y no 
s t a t u t o r y a u t h o r i t y f o r the government t o 
indemnify a PSRO t h a t has a judgment 
awarded against i t . 
U n f o r t u n a t e l y at present there i s no 
s o l u t i o n t o the PSRO corporate l i a b i l i t y 
question. I t i s up t o the PSROs t o convince 
BQA t h a t t h e i r exposure t o corporate n e g l i -
gence i s r e a l , t h a t t he present p r o t e c t i o n s 
are not comprehensive and t h a t a much l a r g e r 
allowance f o r premims i s needed. One f e a r s , 
however, t h a t no new a c t i o n w i l l be taken 
by BQA u n t i l a PSRO i s a c t u a l l y sued and i s 
faced w i t h a severe f i n a n c i a l c r i s i s i n 
the event o f an adverse judgment. For now, 
PSROs w i l l have t o attempt t o get some 
l i m i t e d types o f l i a b i l i t y coverage, work 
w i t h area h o s p i t a l s f o r umbrella coverage 
under t h e i r standard l i a b i l i t y p o l i c y , o r , 
p o s s i b l y , examine the f e a s i b i l i t y o f an 
insurance pool sponsored by an or g a n i z a t i o n 
such as the American A s s o c i a t i o n of PSROs. 
(Blum i s a research associate i n the Evans 
Memorial Section of Health Care Research o f 
Boston U n i v e r s i t y School o f M e d i c i n e . ) • 
Squabble over data control 
doesn't address major points 
(Continued from pg,' l ) 
r e q u i r e f o r purposes o f ongoing program 
e v a l u a t i o n , p r o f i l e development, f e d e r a l 
r e p o r t i n g requirements, or medical care 
ev a l u a t i o n s t u d i e s . 
For i t s p a r t , the Blue Cross Associa-
t i o n o f America (whose member plans serve as 
Medicare f i s c a l i n t e r m e d i a r i e s throughout 
most o f the country) has suggested t h a t 
"managerial prudence" should compel PSROs t o 
contract w i t h e x i s t i n g data processors t h a t 
can meet PSRO i n f o r m a t i o n requirements a t 
the lowest p o s s i b l e p r i c e . The Assoc i a t i o n 
has also s t a t e d t h a t most Blue Cross Plans 
can provide PSROs w i t h t h e i r r e q u i r e d i n f o r -
mation f o r considerably less than 7 5 cents-
per-discharge cost c e i l i n g proposed by DHE¥. 
Un f o r t u n a t e l y , the Blues have f a i l e d , f o r 
the most p a r t , t o respond d i r e c t l y t o the 
p a r t i c u l a r concerns t h a t PSROs have r a i s e d , 
and i n p a r t i c u l a r , t o provide persuasive 
evidence t h a t the c o n f i d e n t i a l i t y of p r i v i -
leged PSRO-specific data w i l l be pro t e c t e d 
and t h a t access t o PSRO data, i n whatever 
form, w i l l be r e s t r i c t e d s o l e l y t o those 
i n d i v i d u a l s or organizations t h a t have been 
given p r i o r a u t h o r i z a t i o n by the PSRO. 
One element of the controversy sur-
rounding the development of a data system 
t o support PSROs, then, i s a series of un-
resolved questions t h a t n e i t h e r p a r t y has 
chosen t o face head-on. Another element, 
though, r e l a t e s t o deep-seated yet o f t e n un-
spoken fears of the medical p r o f e s s i o n con-
cerning the p o t e n t i a l f o r data t o be turned 
against the p r o f e s s i o n . 
There can be l i t u l e doubt t h a t the cur-
r e n t debate focusing on the c o l l e c t i o n and 
d i s t r i b u t i o n o f PSRO-related data has had 
the e f f e c t o f r e i n f o r c i n g the p h y s i c i a n com-
munity's long-standing d i s t r u s t o f making 
a v a i l a b l e t o the p u b l i c i n f o r m a t i o n t h a t 
attempts e i t h e r t o describe the way medical 
care i s d e l i v e r e d by physicians, or t o 
assess the medical e f f i c a c y of t h a t care. 
I r o n i c a l l y , at the very time t h a t the 
medical p r o f e s s i o n has been provided w i t h a 
unique o p p o r t u n i t y t o r e g u l a t e i t s e l f at 
p u b l i c expense, the p r o f e s s i o n has displayed 
a decided reluctance t o make a v a i l a b l e data 
t h a t might document the q u a l i t y and neces-
s i t y o f care i t provides. 
At issue, of course, are physicians' 
concerns about the degree of o b j e c t i v i t y 
t h a t can be brought t o bear by nonphysicians 
i n the i n t e r p r e t a t i o n o f PSRO data, and the 
extent t o which PSRO data w i l l be used by 
other organizations f o r t h e i r own purposes. 
I n a r e l a t e d c o n t e x t , a spokesman f o r the 
AMA suggested r e c e n t l y t h a t f e d e r a l e f f o r t s 
t o accelerate the implementation o f coopera-
t i v e f e d e r a l , s t a t e and l o c a l h e a l t h s t a t i s -
t i c s systems, and i n p a r t i c u l a r t o include 
the AMA's data on physicians w i t h i n t h i s 
comprehensive system, could r e s u l t i n the 
development o f "a dangerous weapon t h a t 
would open the door both t o manipulation o f 
data f o r p o l i t i c a l and r e g u l a t o r y uses, and 
t o widespread i n v a s i o n of physicians' 
p r i v a c y . " * 
Although i t i s c l e a r t h a t " c o n t r o l " of 
the data system c a r r i e s w i t h i t a degree o f 
power over those t o whom the data apply, t o 
a larg e extent the issue of " c o n t r o l " has 
been confused w i t h an e n t i r e l y separate 
issue i n v o l v i n g the development o f adequate 
safeguards t o assure o b j e c t i v i t y of data 
a n a l y s i s , t o p r o t e c t the l e g i t i m a t e i n t e r e s t s 
of i n d i v i d u a l s or organizations t h a t have 
entrusted p r o p r i e t a r y data i n other hands, 
and t o preserve the c o n f i d e n t i a l i t y o f cer-
t a i n data elements t h a t should not be pub-
l i c l y disclosed. I t i s a mistake f o r PSROs 
to conclude t h a t f i s c a l intermediary "con-
t r o l " o f PSRO data would preclude the de-
velopment of means t o p r o t e c t the confiden-
t i a l i t y o f data and t o prevent unauthorized 
a,ccess t o these data. 
I n t h i s respect, i t i s c r i t i c a l l y im-
portant t o remember t h a t many components o f 
PSRO-related data are u r g e n t l y needed by 
many d i f f e r e n t o r g a n i z a t i o n s , i n c l u d i n g 
h o s p i t a l s , p r o f e s s i o n a l a s s o c i a t i o n s , 
health-planning and r e g u l a t o r y agencies, and 
others. There are c l e a r l y great advantages 
t o the development of a comprehensive s t a t e -
wide data network (which New York and 
many states i n New England are attempting 
t o frame and which i s now being urged by 
the f e d e r a l government) w i t h the c a p a b i l i t y 
t o serve m u l t i p l e data users. These advan-
tages include the development of mechanisms 
t o ensure the c o m p a r a b i l i t y o f data c o l l e c t -
ed from v a r y i n g sources; t o avoid d u p l i c a -
t i v e data c o l l e c t i o n and the l a r g e expendi-
tures o f t e n r e q u i r e d t o match or compare 
data t h a t are coded or aggregated i n d i f -
f e r e n t ways; and a l s o , and perhaps most im-
p o r t a n t , t o b r i n g together i n one place 
under j o i n t auspices t r a i n e d and experienced 
s t a f f w i t h the e x p e r t i s e t h a t i s r e q u i r e d t o 
assemble, c o l l a t e , and i n t e r p r e t such data. 
One o f the greatest stumbling blocks t o 
e f f e c t i v e h e a l t h - p o l i c y decision-making i n 
t h i s country has been the f a i l u r e t o u t i l i z e 
a v a i l a b l e i n f o r m a t i o n . To the extent t h a t 
PSROs, f i s c a l i n t e r m e d i a r i e s , h e a l t h - p l a n -
ning and r e g u l a t o r y groups, and others could 
ensure through j o i n t e f f o r t s t h a t a c r e d i b l e 
job was done i n data i n t e r p r e t a t i o n and 
an a l y s i s , the issue o f c o n t r o l need not be 
the object o f fe a r t h a t i t has become. 
The r e c e n t l y published "Forward Plan 
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f o r Health" o f the Department o f Health, 
Education, and Welfare f r e e l y admits t h a t 
one o f the greatest f a i l i n g s of f e d e r a l 
h e a l t h s t a t i s t i c s programs has been the i n -
a b i l i t y t o a t t r a c t q u a l i f i e d s t a f f t o i n t e r -
p r e t and make sense o f a v a i l a b l e data. 
C l e a r l y , t h e r e are few s t a t e s , or indepen-
dent organizations such as PSROs w i t h i n any 
s t a t e , t h a t have the a b i l i t y t o do what the 
f e d e r a l government has f a i l e d t o do. Only 
through concerted j o i n t e f f o r t s o f what 
h e r e t o f o r e have been l a r g e l y competing 
agencies can a s i m i l a r f a i l u r e be avoided. 
(Eagle i s a research associate i n the Evans 
Memorial Section o f Health Care Research o f 
Boston U n i v e r s i t y School o f Medicine.) • 
OPINION 
Blue Cross article failed 
to face key accuracy issue 
The f o l l o w i n g o p i n i o n by Geoffrey G. 
Jackson r e f e r s t o an a r t i c l e l a s t month by 
David H. K l e i n , a spokesman f o r the Blue 
Cross A s s o c i a t i o n , concerning the r o l e o f the 
f i s c a l intermediary i n data processing. 
I n your Oct. 6 , 1 9 T 5 issue o f PSRO Up-
date, Mr. K l e i n o f BOA comments e x t e n s i v e l y 
on the low cost of a c q u i r i n g data v i a the 
claims-processing mechanism. I perceive l i t -
t l e emphasis, i f any, on the accuracy o f the 
data being c o l l e c t e d . 
Those o f us w i t h i n t e r n a l knowledge o f 
b i l l processing i n h o s p i t a l s would suggest 
t h a t Blue Cross diagnostic data acquired 
v i a b i l l i n g has a s i g n i f i c a n t l y h i gh e r r o r 
r a t e . I suggest t h a t a look i n t o the methods 
employed by h o s p i t a l b i l l i n g departments t o 
acquire d i a g n o s t i c data would r e v e a l a sub-
s t a n t i a l incidence o f b i l l i n g based on admis-
sion diagnosis, which i s , i n our case, e i t h e r 
changed or s u b s t a n t i a l l y m o dified i n 5 0 per 
cent o f the cases. I am aware o f no attempt 
by"Blue Cross t o v e r i f y t h e accuracy"Of the 
dia g n o s t i c i n f o r m a t i o n submitted on claims. 
The great m a j o r i t y o f h o s p i t a l s have 
been a b s t r a c t i n g from medical records s h o r t -
l y a f t e r t he p a t i e n t ' s discharge f o r many 
years. I n most instances t h i s data i s en-
coded f o r computer processing. A l a r g e num-
ber o f h o s p i t a l s p a r t i c i p a t e i n r e g i o n a l or 
n a t i o n a l medical-data systems such as the 
Pr o f e s s i o n a l A c t i v i t y Study (PAS) i n Ann 
Arbor, Mich., or the Massachusetts H o s p i t a l 
A s s o c i a t i o n U t i l i z a t i o n I n f o r m a t i o n Service. 
A s u b s t a n t i a l number o f the data elements 
(diagnoses, operative procedures, e t c . ) are 
captured i n t h i s manner by t r a i n e d personnel 
under the d i r e c t i o n o f Registered Record 
Adm i n i s t r a t o r s or Accredited Record Techni-
cians. The high l e v e l o f accuracy achieved 
i n t h i s way has been w e l l e s t a b l i s h e d . The 
output from these systems has been u t i l i z e d 
i n meeting c e r t a i n requirements of the J o i n t 
Commission on A c c r e d i t a t i o n o f Hospitals and, 
more r e c e n t l y , system m o d i f i c a t i o n s have pro-
vided the basis f o r Medical Audit Studies 
(Medical Care E v a l u a t i o n ) . 
PSRO concurrent u t i l i z a t i o n review 
a c t i v i t i e s i n v o l v e no small amount o f data 
capture. Analysis o f data forms from e x i s t -
i n g and proposed review systems (CHAMP, Bay 
State PSRO, e t c . ) c l e a r l y r e v e a l many c r i t i -
c a l elements i n common w i t h ongoing medical 
a b s t r a c t i n g systems. Why i s i t necessary 
t o capture t h i s i n f o r m a t i o n redundantly, 
p a r t i c u l a r l y where the present method has 
^-provided, optimal--accuracy? - The~objective 
should be t o reduce the cost ( e l i m i n a t e r e -
dundancy) and achieve a high l e v e l o f accu-
racy. 
Recent developments i n the Charles River 
PSRO have proved t h i s can be achieved. Under 
a c o n t r a c t u a l arrangement w i t h the Massachu-
s e t t s H o s p i t a l A s s o c i a t i o n , a system has 
evolved and i s now o p e r a t i o n a l where only 
those data elements necessary f o r u t i l i z a -
t i o n review t h a t are not already present i n 
the medical a b s t r a c t system ( U t i l i z a t i o n 
I n f o r m a t i o n Service) are captured and/or 
encoded by u t i l i z a t i o n review personnel. The 
data are subsequently merged t o produce the 
re p o r t s necessary f o r the PSRO. I n t h i s i n -
stance optimal accuracy o f the data has been 
achieved w i t h a s i g n i f i c a n t cost b e n e f i t 
from the use o f the e x i s t i n g medical a b s t r a c t 
data. 
COST WOT ONLY KEY FACTOR 
Po l i c y statements emanating from the 
O f f i c e o f Pr o f e s s i o n a l Standards Review i n 
Washington have s t a t e d t h a t " e x i s t i n g data 
systems" should be u t i l i z e d wherever p o s s i -
b l e . What has riot "Been s p e l l e d 6ut"~Ts t h a t 
where "competitive" systems do e x i s t (e.g. 
Blue Cross claims processing versus U.I.S., 
P.A.S., e t c . ) , cost i s not the only impor-
t a n t f a c t o r . I suggest t h a t given an equal 
cost (and the r e are reasons t o b e l i e v e the 
medical a b s t r a c t systems may be less c o s t l y ) , 
great emphasis must be placed on the accur-
acy o f the data c o l l e c t i o n methodology. • 
Geoffrey G. JacKSon 
Associate D i r e c t o r f o r 
A d m i n i s t r a t i v e Services 
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